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HEAD OFFICE 


6700 Finch Avenue West 
Suite 901 Rexdale M9W 5P5 Ontario 


CORPORATE OFFICES 

Rexdale Ontario 
Longueuil Quebec 
DIVISIONAL 

ADMINISTRATIVE OFFICES (CHOW) 
Brossard Quebec 
Longueuil Quebec 


FEED PLANTS 


Addison Ontario 
Apohaqui New Brunswick 
Campden Ontario 
Kentville Nova Scotia 
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Strathroy Ontario 
Truro Nova Scotia 
Whitby Ontario 
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Alliston Ontario 


HOG BREEDING FACILITY 


St. Rosalie Quebec 
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Walkerton Ontario 
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St. Hubert Quebec 


We are extremely pleased to report that earnings for the year 
ended September 30, increased $1.7 million over the 
previous year. This record was achieved in spite of less than 
favorable economic conditions and reflected improved 
results from all operating divisions. Net sales reached a new 
record surpassing $184 million. Other significant factors 
were substantially higher interest income and foreign 
exchange gains on short term investments. 


CHOW DIVISION 


Earnings of our Chow Division improved considerably over 
the previous year due principally to increased tonnage sale 
of livestock products. Higher sales were achieved in all 
marketing areas and growth was particularly strong in the 
Province of Quebec where all plants continue to operate 

at capacity. 

The Division, with eleven Chow feed plants, produces and 
markets livestock and poultry feeds in eastern Canada 
through a network of independent feed dealers. Current 
plans call for the construction of a new feed plant in Quebec 
to begin in the new fiscal year. 


During the year organizational changes were made to move 
from a regional concept to a national management structure 
encompassing production, marketing, sales and administra- 
tion. The change is designed to improve communication of 
Divisional goals and objectives and provide a greater level 
of support services for Purina customers. 


GROCERY PRODUCTS DIVISION 


The Grocery Products Division continued to surpass 
planned growth objectives achieving a substantial increase in 
sales and earnings with dry dog food experiencing the 
largest acceleration in growth. Progress on the $9.4 million 
expansion of the pet food plant in Mississauga, Ontario 

was delayed by strikes in the construction industry. The 
situation has improved and completion of the project is 
expected by September 1979. 


The dry pet food market grew at 11% in pound volume last 
year and our dry pet food business was ahead 19%. A 
significant factor in our favorable results was emphasis on 
the development of the Division’s marketing and sales 
departments. We are most optimistic in the Division’s future 
opportunities and potential. 


Management changes at year-end saw the retirement of 

Mr. George E. Hartley, Director, Grocery Products 
Division, following 15 years of service. Effective October 1, 
1978 Mr. J. Garry Lewis assumed responsibility as Director 
of the Division. 


CHECKERBOARD INDUSTRIES DIVISION 


This Division consists of three businesses supportive to the 
Corporation’s Chow Division: Checkerboard Foods, which 
includes a chicken broiler processing plant, chick hatchery 
unit and grow-out farms; Animal Milk Products, an Ontario 


Chairman’s Message 


company which manufactures milk-by-products and milk 
replacers for calves; and, Laboratoires Dr. Leo Lorrain, a 
manufacturer and distributor of health aids and sanitation 
products. In addition, the Division operates three silo 
manufacturing facilities located in Ontario and Quebec. 


Combined earnings improved marginally over the previous 

year while sales were off slightly. Reduced sales of poultry 
products, as a result of planned withdrawal from the frozen 
turkey market, was a major reason for this overall 

volume decline. 


The Division’s silo and animal health aids operations 
showed sales and earnings gains during the year. Market 
conditions for milk replacers continue to adversely affect 
Animal Milk Products earnings. However, changes in 
marketing strategy are expected to contribute to the 
achievement of longer term growth objectives. 


Effective December 1, 1978 Animal Milk Products and 
Laboratoires Dr. Leo Lorrain became part of the 
Corporation’s Chow Division. Checkerboard Foods and the 
Silo Operations continue as separate operating units. 


FINANCIAL REVIEW 


The Corporation’s net sales increased 4 percent over the 
previous year from $177,255,000 to $184,347,000. Earnings 
increased from $5,657,000 to $7,394,000. Internally 
generated funds continue to be sufficient to finance required 
expansion activity. 


The complete consolidated financial statements and 
accompanying notes are contained on pages four through 
eight of this Report. 


OUTLOOK/APPRECIATION 


The adoption of a new company name, Ralston Purina 
Canada Inc., is a fitting start to a new era of development 
and growth in Canada. 


Having completed our first 50 years with record achieve- 
ments, results of this past year again confirm the strengths of 
our basic businesses. We look to the future with confidence 
and are eager to face the opportunities that lie ahead. 


The key factor in our success continues to be the dedication 
of our employees. Purina people have again demonstrated 
their ability to meet new challenges with enthusiasm. 

On behalf of the Board of Directors, I would like to extend 
to all the employees of Ralston Purina in Canada my sincere 
appreciation. 


CPt kK Mob 


Robert L. Gamelin 
Chairman of the Board 


Financial Highlights 


(for the year ended September 30, 1978) 


Ralston Purina Canada Inc. 
and Subsidiary Companies 


OPERATING RESULTS (for the year) 
Net Sales 

Earnings 

Earnings per share 

Additions to plant and equipment 
Depreciation 


FINANCIAL POSITION (at year end) 
Working Capital 

Current Ratio 

Shareholders Equity 


Five Year Financial History 


(All Amounts Expressed in Thousands) 


OPERATING RESULTS 


Net Sales 
Interest Income 
Gain (loss) on foreign exchange 


Cost of Products Sold 

Selling, General and Administrative Expenses 
Depreciation 

Interest Expense 


Earnings Before Income Taxes 
Income Taxes 

Net Earnings 

Dividends 


FINANCIAL POSITION 


Working Capital 

Plant and Equipment 
Additions and Replacements 
Total Assets 

Long-Term Debt 
Shareholder’s Equity 


EMPLOYMENT AT FISCAL YEAR-END 


Number of Employees 


1977 


$177,255 ,000 


1978 

$184,347 ,000 

7,394,000 

12.32 

5,302,000 

1,531,000 

$27,411,000 

2.4:1 

43,038,000 
1978 1977 
$184,347 $177,255 
1,479 1,141 
1,176 (6) 
187,002 178,390 
153,206 151-457 
19,354 15,399 
1,531 1,354 
att 225 
174,302 168 ,435 
12,700 9,955 
5,306 4,298 
7,394 5.657 
1,710 1,620 
27,411 23.812 
21,624 18,053 
5,302 Degee 
69,199 56,477 
2,461 2,766 
$ 43,038 $. 37,954 
1,043 1,110 


5,657,000 
9.43 
2,727,000 
1,354,000 
$ 23,812,000 
PBs ra | 
37,354,000 
1976 1975 
$165,892 $165,654 
1,118 865 
167,010 166,519 
141,272 142,739 
13,369 11,679 
1131 1,024 
305 999 
156,077 156,441 
10,933 10,078 
4,800 4,500 
6,133 5,578 
1,500 1,500 
20,919 16,540 
16,725 15,969 
2,041 2,333 
50,839 48 ,280 
3,071 3,196 
$ 33,317 $ 28,684 
1,082 1,225 


1974 


$155,758 
760 


156,518 


136,677 
9,447 
1,248 
1,086 


148,458 


8,060 
3,640 
4,420 
1,500 


Consolidated Statement of Earnings and Retained Earnings 


(for the year ended September 30, 1978) 


Ralston Purina Canada Inc. 
and Subsidiary Companies 


1978 


1977 


INCOME: 
Net sales $184 347,000 $177,255,000 
Interest 1,479,000 1,141,000 
Gain (loss) on foreign exchange 1,176,000 (6,000) 

187,002,000 178,390,000 

EXPENSES: 

Cost of products sold 153,206,000 151,457,000 
Selling, general and administrative 19,354,000 15,399,000 
Depreciation 1,531,000 1,354,000 
Interest on long-term debt 196,000 208 ,000 
Other interest 15,000 17,000 
174,302,000 168,435,000 

12,700,000 9,955,000 

PROVISION FOR INCOME TAXES: 

Current 4,400,000 3,700,000 
Deferred 906,000 598,000 
5,306,000 4,298 ,000 

EARNINGS FOR THE YEAR 7,394,000 5,657,000 

RETAINED EARNINGS, BEGINNING OF YEAR 36,754,000 32,717,000 

44,148,000 38,374,000 

DIVIDEND, $2.85 PER SHARE (1977 — $2.70) 1,710,000 1,620,000 

RETAINED EARNINGS, END OF YEAR $ 42,438,000 $ 36,754,000 

EARNINGS PER SHARE $12.32 $ 9.43 


Consolidated Statement of Changes in Financial Position 
(for the year ended September 30, 1978) 


Ralston Purina Canada Inc. 


and Subsidiary Companies es Py! 
SOURCES OF WORKING CAPITAL: 
Operations — 
Earnings for the year $ 7,394,000 $ 5,657,000 
Depreciation 1,531,000 1,354,000 
Deferred income tax 906,000 585,000 
Other 23,000 23,000 
9,854,000 7,619,000 
Disposals of plant and equipment 200,000 45,000 
Decrease in deferred charges and other assets 174,000 — 
Decrease in long-term receivables 688,000 2,000 
10,916,000 7,666,000 
APPLICATIONS OF WORKING CAPITAL: 
Dividend declared 1,710,000 1,620,000 
Additions to plant and equipment 5,302,000 2,727,000 
Decrease in long-term debt 305,000 305,000 
Increase in deferred charges and other assets — 121,000 
7,317,000 4,773,000 
INCREASE IN WORKING CAPITAL 3,599,000 2,893 ,000 
WORKING CAPITAL, BEGINNING OF YEAR 23,812,000 20,919,000 
WORKING CAPITAL, END OF YEAR $27,411,000 $23,812,000 


Ralston Purina Canada Inc. 
(a wholly-owned subsidiary of Ralston Purina Company) 
and Subsidiary Companies 


Consolidated Balance Sheet 


Assets (September 30) 


CURRENT ASSETS: 
Cash 
Notes receivable 
Accounts receivable, less allowance 
for doubtful accounts of $1,054,000 (1977 — $1,107,000) 
Receivable from parent company 
Inventories — 
Raw materials and packing supplies 
Finished products 
Prepaid expenses 


LONG-TERM RECEIVABLES 


PLANT AND EQUIPMENT: 
Land 
Buildings 
Machinery and equipment 
Construction in progress 


Less: Accumulated depreciation 


TRADEMARKS, AT COST LESS AMORTIZATION 

OF $61,000 (1977 — $46,000) 
UNAMORTIZED DEBENTURE DISCOUNT AND EXPENSES 
DEFERRED CHARGES AND OTHER ASSETS 


1978 1977 
21,000 31,000 
16,798,000 10,755,000 
13,880,000 14,129,000 
47,000 = 
8,714,000 6,327,000 
6,478,000 4,896,000 
642,000 406,000 
46,580,000 36,544,000 
949,000 1,637,000 
490,000 494,000 
10,259,000 10,293,000 
23,302,000 20,874,000 
3,104,000 1,104,000 
37,155,000 32,765,000 
15,531,000 14,712,000 
21,624,000 18,053,000 
15,000 30,000 
31,000 39,000 

— 174,000 
$69,199,000 $56,477,000 


Approved by the Board: 


CH oe 9 See: Director 


CO Fassil 0 


Liabilities (September 30) 1978 1977 


CURRENT LIABILITIES: 


Bank indebtedness $ 2,240,000 $ 2,680,000 
Accounts payable and accrued expenses 12,354,000 9,563 ,000 
Income taxes payable 4,270,000 116,000 
Current maturities of long-term debt 305,000 305,000 
Owing to parent company 68 ,000 

19,169,000 12,732,000 


LONG-TERM DEBT, LESS CURRENT MATURITIES: 
67/44% sinking fund debentures due 


February 15, 1987 repayable $300,000 annually 2,400,000 2,700,000 
Other 61,000 66,000 
2,461,000 2,766,000 

DEFERRED INCOME TAXES 4,531,000 3,625,000 
26,161,000 19,123,000 


Shareholder’s Equity 


CAPITAL STOCK: 
600,000 shares 600,000 600,000 
RETAINED EARNINGS 42,438,000 36,754,000 
43,038,000 37,354,000 

$69,199,000 $56,477 ,000 


Auditors’ Report 
To the Shareholder of Ralston Purina Canada Inc.: 


We have examined the consolidated balance sheet of Ralston 
Purina Canada Inc. as at September 30, 1978 and the consolidated 
statements of earnings and retained earnings and changes in 
financial position for the year then ended. Our examination was 
made in accordance with generally accepted auditing standards, 
and accordingly included such tests and other procedures as we 
considered necessary in the circumstances. 

In our opinion, these consolidated financial statements present 
fairly the financial position of the Corporation as at September 30, 
1978 and the results of its operations and the changes in its 
financial position for the year then ended in accordance with 
generally accepted accounting principles applied on a basis 


consistent with that of the preceding year. af 
October 27, 1978 Le L ¢ ae ; 
Mississauga, Ontario % 

ALCL 


Chartered Accountants 


Notes to Consolidated Financial Statements 


September 30, 1978 
Ralston Purina Canada Inc. and Subsidiary Companies 


1. Summary of accounting policies: 


The significant accounting policies followed by the 
Corporation are described below. These conform to 
generally accepted accounting principles and are 
applied on a consistent basis between years. 


PRINCIPLES OF CONSOLIDATION — 


The consolidated financial statements include the 

accounts of the Corporation and its subsidiaries. All 

significant intercompany transactions and balances 2 
have been eliminated. 


CLASSES OF BUSINESS — 


The Directors of the Corporation have determined that 
one class of business, namely animal and poultry feeds, 
contributed substantially all of the consolidated revenues 


of the Corporation during the year. Accordingly, the 3; 


Corporation is exempt from the reporting requirements 
for diversified corporations under the Canada Business 
Corporations Act and Regulations. 


INVENTORIES — 


Inventories are valued generally at the lower of average 
cost and net realizable value. Open commodity contracts 
are written down to market prices. 


PLANT AND EQUIPMENT — 


Land, buildings and machinery and equipment are carried 3. 


at cost. Expenditures for new facilities and those which 
substantially increase the useful lives of the plant and 
equipment are capitalized. Maintenance, repairs and minor 
renewals are expensed as incurred. When properties are 
retired or otherwise disposed of, the related cost and 
accumulated depreciation are removed from the accounts 
and gains or losses on the dispositions are reflected 

in earnings. 


DEPRECIATION — 


Depreciation is generally provided on the straight-line 6. 


basis by charges to costs or expenses at rates based on the 
estimated useful lives of the properties (buildings 242% to 
5%, machinery and equipment 5% to 25%). 


DEFERRED INCOME TAXES — 


Deferred income taxes are recognized for the effect of 
timing differences between financial and tax reporting. 


These differences result primarily from excess tax 
depreciation, computed on accelerated bases, over 
book depreciation. 


INVESTMENT TAX CREDITS — 


Investment tax credits are accounted for by the 
flow-through method. Under this method, credits, less 
deferred portion, are taken as a reduction of the provision 
for income taxes in the year realized. 


. Pension plans: 


Current service pension costs have been provided in 
accordance with actuarial determination. Past service 
costs are being funded over approximately 15 years. The 
unfunded liability for past service pension costs amounts 
to $210,000 at September 30, 1978 (1977 — $80,000). 


Contingent liability: 


Ralston Purina Canada Inc. is contingently liable on 
assigned first mortgages receivable outstanding in the 
amount of $2,556,000 at September 30, 1978. 


. Anti-inflation controls: 


The Corporation and its subsidiaries are subject to, and 
believe they have complied with, controls on prices, 
profits, compensation and dividends under the Canadian 
Federal Government’s anti-inflation program. 


Reorganization and name change: 


In September 1977, Ralston Purina of Canada Ltd. and 
three of its subsidiaries — Checkerboard Foods Limited, 
Superior Silo Ltd. and Poultry Diagnostic Services Ltd. 
— were granted Certificates of Continuance under the 
Canada Business Corporations Act. Effective October 1, 
1977 the three subsidiary companies were merged with 
Ralston Purina of Canada Ltd. by way of a statutory 
amalgamation. Effective July 26, 1978 the name of the 
Corporation was changed to Ralston Purina Canada Inc. 


Future plant expansion: 


The Board of Directors has given approval to proceed with 
a major expansion of the pet food plant in Mississauga, 
Ontario involving a total expenditure of approximately 
$9,400,000. Approximately $680,000 has been spent to 
September 30, 1978. 
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